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In Our Opinion..
The Newsletter of the AICPA Audit and Attest Standards Team
Vol. 16 No. 1 January 2000
ASB Issues Three New SASs
Audit Committee Communications — SAS No. 90
By Kim M. Gibson
I
n February 1999, the Blue Ribbon Committee 
on Improving the Effectiveness of Corporate 
Audit Committees (BRC) issued Report and 
Recommendations of the Blue Ribbon Committee on 
Improving the Effectiveness of Corporate Audit Com­
mittees. The report includes ten recommenda­
tions for strengthening the independence of 
audit committees and making them more effec­
tive. Two of the recommendations (numbers 8 
and 10) suggest changes to generally accepted 
auditing standards.
As a result of the BRC’s recommendations, the 
Auditing Standards Board (ASB) issued Statement 
on Auditing Standards (SAS) No. 90, Audit Com­
mittee Communications, which amends SAS No. 61, 
Communication with Audit Committees, and SAS No. 
71, Interim Financial Information.
Communication with Audit Committees
In response to recommendation number 8 of the 
BRC, the amendment to SAS No. 61—
♦ Requires the auditor to discuss with the audit 
committee of an SEC client certain informa­
tion relating to the auditor’s judgments about 
the quality, not just the acceptability, of the 
company’s accounting principles.
♦ Requires that the discussion generally 
include such matters as the consistency of 
the application of the entity’s accounting 
policies, and the clarity and completeness of 
the entity’s financial statements, which 
include related disclosures.
♦ Requires that the discussion include certain 
items that have a significant impact on the 
representational faithfulness, verifiability, 
and neutrality of the accounting information 
included in the financial statements.
♦ Encourages a three-way discussion among 
the auditor, management, and the audit com­
mittee. (The ASB believes it is appropriate 
for management to play an active role in this 
discussion because management is primarily 
responsible for establishing an entity’s finan­
cial reporting practices within the framework 
established by generally accepted accounting 
principles.)
The ASB realizes that some of the terminology 
used in SAS No. 90 differs from that of the BRC,
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Audit Committee Communications — SAS No. 90 (continued from page 1)
specifically with respect to the terms degree of aggressive­
ness or conservatism. To avoid the potential for misinter­
pretation, the terminology used in SAS No. 90 is based 
on the current accounting literature.
Interim Financial Information
In response to recommendation number 10, SAS No. 90 
amends SAS No. 71. This amendment—
♦ Clarifies that the accountant should communicate 
to the audit committee or be satisfied, through dis­
cussions with the audit committee, that matters 
described in SAS No. 61 have been communicated 
to the audit committee by management when they 
have been identified in the conduct of interim 
financial reporting.
♦ Requires the accountant of an SEC client to 
attempt to discuss with the audit committee, prior 
to the filing of the Form 10-Q, the matters 
described in SAS No. 61.
The SAS is effective for reviews of interim financial 
information for interim periods ending on or after March 
15, 2000. Earlier application is permitted.
Copies of SAS No. 90 may be purchased by calling 
the AICPA Order Department at 888/777-7077 and 
requesting product number 060692. The SAS also may 
be purchased online at www.aicpa.org. ❖
SAS No. 89, Audit Adjustments
By Judith M. Sherinsky
In a September 1998 address on the state of account­
ing, SEC Chairman Arthur Levitt, Jr indicated that 
some registrants are misapplying the concept of 
materiality in the application of accounting principles to 
manage earnings and meet analysts’ expectations. This 
practice entails recording accounting entries that contain 
intentional errors of amounts that fall below specified 
materiality ceilings, and then arguing that the effect on 
the bottom line is too small to matter. To address the 
SEC’s concerns, the ASB issued SAS No. 89, Audit 
Adjustments.
SAS No 89 amends three SASs to establish audit 
requirements that encourage management to record 
adjustments aggregated by the auditor. The SAS—
♦ Adds an item to the list of matters in SAS No. 83, 
Establishing an Understanding With the Client, 
“Appointment of the Independent Auditor" (AU 
sec 310.06) that generally are addressed in an 
engagement letter. The new item indicates that 
management is responsible for (1) adjusting the 
financial statements to correct material misstate­
ments and (2) affirming to the auditor in its repre­
sentation letter that the effects of any uncorrected 
misstatements aggregated by the auditor during 
the current engagement and pertaining to the latest 
period presented are immaterial, both individually 
and in the aggregate, to the financial statements 
taken as a whole.
♦ Adds an item to the list of matters in SAS No. 85, 
Management Representations (AU sec. 333.06), that 
should be addressed in a representation letter. The 
new item is management’s acknowledgement that 
it believes the effects of any uncorrected financial 
statement misstatements aggregated by the auditor 
during the current engagement and pertaining to 
the latest period presented are immaterial, both 
individually and in the aggregate, to the financial 
statements taken as a whole. (It also requires that a 
summary of the uncorrected misstatements be 
included in or attached to the letter.)
♦ Requires the auditor to inform the audit commit­
tee, as defined in SAS No. 61, Communication With 
Audit Committees (AU sec. 380), about uncorrected 
misstatements aggregated by the auditor during 
the current engagement and pertaining to the latest 
period presented that were determined by man­
agement to be immaterial, both individually and in 
the aggregate, to the financial statements taken as 
a whole.
The SAS is effective for audits of financial statements 
for periods beginning on or after December 15, 1999. 
Early adoption is permitted.
Copies of SAS No. 89 may be purchased by calling 
the AICPA Order Department at 888/777-7077 and 
requesting product number 060691. The SAS also may 
be purchased online at www.aicpa.org. ❖
2
Service Organizations and Reporting on Consistency—SAS No. 88
By Judith M. Sherinsky
I
n December 1999, the ASB issued SAS No. 88, Service
Organizations and Reporting on Consistency, which 
addresses two separate topics. Part 1 of the SAS, 
“Service Organizations,” updates the language and con­
cepts in SAS No. 70, Reports on the Processing of Transac­
tions by Service Organizations, to reflect revisions made to 
SAS No. 55, Consideration of Internal Control in a Finan­
cial Statement Audit, by SAS No. 78. SAS No. 70 provides 
guidance to an auditor when an entity (a user organiza­
tion) uses the services of another organization (a service 
organization) to process transactions that will be reflected 
in the user organization’s financial statements. An example 
would be an employee benefit plan that uses an invest­
ment company or bank trust department to invest the 
plan’s assets. The SAS now states that SAS No. 70 is 
applicable if an entity obtains services from another 
organization that are part of the entity’s “information sys­
tem,” and provides guidance to help auditors determine 
whether a service is part of an entity’s information system. 
The SAS also revises and clarifies the factors a user auditor 
considers in determining the significance of a service 
organization’s controls to a user organization’s controls, 
and clarifies the guidance on determining whether infor­
mation about a service organization’s controls is neces­
sary to plan the audit. Finally, it changes the title of SAS 
No. 70 from, Reports on the Processing of Transactions by 
Service Organizations, to Service Organizations.
Part 2 of the SAS, “Reporting on Consistency,” 
amends AU sec. 420, “Consistency of Application of 
Generally Accepted Accounting Principles” to —
♦ Conform the list of changes that constitute a change 
in the reporting entity (AU sec. 420.07) to the guid­
ance in paragraph 12 of Accounting Principles 
Board Opinion No. 20, Accounting Changes.
♦ Clarify that an auditor need not add a consistency 
explanatory paragraph to the auditor’s report when 
a change in the reporting entity results from a trans­
action or event.
♦ Eliminate the requirement for a consistency 
explanatory paragraph in the auditor’s report if a 
pooling of interests is not accounted for retroactively 
in comparative financial statements
♦ Eliminate the requirement to qualify the auditor’s 
report and consider adding a consistency explanatory 
paragraph to the report if single-year financial 
statements that report a pooling of interests do not 
disclose combined information for the prior year.
SAS No. 88 is effective upon issuance.
Copies of SAS No. 88 may be purchased by calling the 
AICPA Order Department at 888/777-7077 and request­
ing product number 060690. The SAS also may be pur­
chased online at www.aicpa.org. ♦♦♦
ARSC Issues Two Exposure Drafts
By Kim M. Gibson In December 1999, the Account­
ing and Review Services Com­
mittee (ARSC) issued an 
exposure draft of a proposed State­
ment on Standards for Accounting 
and Review Services (SSARS) titled 
Amendment to Statement on Standards 
for Accounting and Review Services No. 1, 
Compilation and Review of Finan­
cial Statements. The proposed 
amendment establishes communica­
tion and performance requirements 
for accountants who perform engage­
ments involving unaudited financial 
statements that are submitted to a 
client and are not expected to be used 
by a third party. The Statement 
requires an accountant to issue a com­
pilation report in accordance with the 
reporting requirements of SSARS 
No. 1 if he or she (1) is engaged to 
report on compiled financial state­
ments or (2) submits to a client finan­
cial statements that are, or reasonably 
might be expected to be, used by a 
third party. An accountant who per­
forms a compilation engagement must 
adhere to the compilation performance 
requirements of SSARS No. 1 regard­
less of whether the accountant is 
engaged to report on the financial 
statements, or whether the financial 
statements will be used by a third party.
Under the proposed amendment, 
if an accountant performs a compila­
tion, a communication to management
(continued on page 4)
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(continued from page 3)
is required. The type of communica­
tion depends on the circumstances of 
the engagement. Following are the pro­
posed communication requirements.
♦ If an accountant is engaged to 
report on compiled financial state­
ments or submits financial state­
ments to a client that are, or 
reasonably might be expected to 
be, used by a third party, the 
accountant must issue a compila­
tion report.
♦ If an accountant submits financial 
statements to a client that are not 
expected to be used by a third 
party, the following communica­
tion options are available:
> Issuing a compilation report in 
accordance with the reporting 
requirements of SSARS No. 1
> Obtaining an engagement letter 
signed by management docu­
menting the understanding with 
the entity regarding the services 
to be performed and the limita­
tions on the use of the financial 
statements
> Issuing a letter to management 
documenting the understanding 
with the entity regarding the ser­
vices to be performed and the lim­
itations on the use of the financial 
statements. (The letter should be 
issued prior to or at the time the 
statements are submitted.)
The documentation of the under­
standing in the engagement letter or 
the letter to management, as 
described above, should include the 
following matters:
♦ The nature and limitations of the 
services to be performed
♦ A statement that management is 
responsible for the entity’s finan­
cial statements
♦ A statement that no opinion or any 
other form of assurance on the finan­
cial statements will be provided
♦ A statement that the financial 
statements will not to be reviewed 
or audited
♦ An acknowledgement of manage­
ment’s representation and agree­
ment that the financial statements 
are not to be used by third parties
♦ A statement indicating that the 
financial statements cannot be 
relied upon to disclose errors, 
fraud, or illegal acts.
To protect the public, the accoun­
tant is required to include a refer­
ence on each page of the financial 
statements, such as “Restricted for 
Management’s Use Only,” in case 
the financial statements originally 
thought to be for management’s use 
are obtained by a third party.
Business Valuations
ARSC also issued another exposure 
draft in December titled Financial 
Statements Included in Written Business 
Valuations. This proposed Statement 
exempts financial statements 
included in written business valua­
tions from the applicability of 
SSARS No. 1. Financial statements 
included in written business valua­
tions frequently contain departures 
from generally accepted accounting 
principles (GAAP) or an other com­
prehensive basis of accounting 
(OCBOA). Users of these statements 
do not require that the statements be 
in conformity with GAAP or an 
OCBOA because the purpose of 
such financial statements is solely to 
assist in developing and presenting 
the business valuation of an entity.
The proposed Statement—
♦ Defines normalized financial state­
ments as financial statements that 
contain necessary and appropriate 
adjustments to make an entity’s 
financial information more mean­
ingful when presenting and com­
paring on a consistent basis the 
financial results of that entity to 
those of a comparable entity as 
part of a business valuation 
engagement.
♦ Exempts historical financial state­
ments and normalized financial 
statements included in a written 
business valuation from the appli­
cability of SSARS No. 1.
The comment due date for both 
exposure drafts is June 6, 2000. The 
exposure drafts are available at 
www.aicpa.org or may be obtained by 
calling the AICPA Order Depart­
ment at 888/777-7077 and request­
ing product numbers 800140 and 
800139. ❖
Ordering Information
To order publications, call: (888) 777-7077 (menu selection #1); write: AICPA Order Department, CLA3, 
P.O. Box 2209, Jersey City, NJ 07303-2209; or fax: (800) 362-5066. AICPA members should have their 
membership numbers ready when they call. Non-members may also order AICPA products. Prices do not 
include shipping and handling.
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Federal Financial Accounting Standards Are 
Now GAAP
By Gretchen Fischbach
At its October 1999 meeting, the AICPA Council 
adopted a resolution recognizing the Federal 
Accounting Standards Advisory Board (FASAB) 
as the body designated to establish generally accepted 
accounting principles (GAAP) for federal government 
entities under Rule 203 of the AICPA’s Code of Conduct. 
Pursuant to the resolution, Statements of Federal Finan­
cial Accounting Standards issued by the FASAB since 
March 1993 are recognized as GAAP for applicable fed­
eral governmental entities. The FASAB was organized in 
1991 by the U.S. Department of the Treasury, the U.S. 
Office of Management and Budget, and the U.S. Gener­
al Accounting Office to establish financial accounting and 
reporting standards for U.S. federal government entities.
In response to the Council’s vote, the Auditing Stan­
dards Board (ASB) issued an exposure draft of a proposed 
amendment to Statement on Auditing Standards (SAS) 
No. 69, The Meaning of Present Fairly in Accordance With 
Generally Accepted Accounting Principles in the Indepen­
dent Auditors Report. The ASB proposal recognizes 
FASAB statements as “level A” GAAP, and establishes a 
hierarchy for other FASAB guidance and general account­
ing literature to account for transactions not specifically 
addressed by FASAB statements. The ASB proposal is 
located at www.aicpa, org/members/div/auditstd/drafts.htm.
Auditors reporting on financial statements prepared 
in accordance with FASAB statements should immedi­
ately begin referring to that basis of accounting as GAAP 
rather than an other comprehensive basis of accounting. 
Additionally, in evaluating the accounting for transac­
tions not specifically addressed by FASAB statements, 
auditors may wish to consider the proposed amendment 
to SAS No. 69 in conjunction with the GAAP hierarchy 
described in AU sections 411.05-.07. The ASB expects 
to vote the proposed standard as a final standard at its 
February 2000 meeting. ♦♦♦
Important Change to New York 
Insurance Law
By Gretchen Fischbach
Insurers operating in New York 
State are now authorized to 
enter into derivative transactions 
for hedging purposes and for income 
generation purposes. The amend­
ments establishing this authority 
went into effect on July 1, 1999. 
They apply to domestic life, proper- 
ty/casualty, reciprocal, mortgage 
guaranty, cooperative property/casu- 
alty, and financial guaranty insurers.
Under the new law, insurers who 
enter into derivative transactions 
must file a statement with the New 
York State Insurance Department 
describing an independent certified 
public accountant’s assessment of 
the entity’s internal controls over 
derivative transactions. This assess­
ment is considered part of the evalu­
ation of internal controls prescribed 
by section 307(b) of the New York 
Insurance Law. It is required to be 
made regardless of whether the 
derivative transactions are material 
in relation to the insurer’s financial 
statements. Additionally, all material 
deficiencies in internal control are to 
be reported, even if the deficiencies 
do not constitute a reportable condi­
tion under SAS No. 60, Communica­
tion of Internal Control Related Matters 
Noted in an Audit.
Although the law does not pre­
scribe the form and content of the 
report, the AICPA’s Audit Issues 
Task Force has tentatively concluded 
that the required assessment of 
internal controls over derivatives, 
and the report of weaknesses in 
those internal controls are beyond 
the scope of the internal control 
work performed in a financial state­
ment audit. A separate examination 
engagement performed in accor­
dance with Statement on Standards 
for Attestation Engagements (SSAE) 
No. 2, Reporting on an Entity's Internal 
Control Over Financial Reporting, (AT 
sec. 400) is necessary.
The basis for the SSAE No. 2 
engagement would be management’s 
assertion regarding the effectiveness 
of its internal controls over deriva­
tives. An insurer’s management can 
evaluate the effectiveness of an enti­
ty’s internal control using the criteria
continued on page 6
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established by the Committee of 
Sponsoring Organizations (COSO) of 
the Treadway Commission. Its publi­
cation, Internal Control Issues in 
Derivatives Usage: An Information Tool 
for Considering the COSO Internal 
Control—Integrated Framework in
Derivatives Applications, was devel­
oped to help end-users of derivatives 
products establish and assess internal 
controls over derivatives. In addition 
to these criteria, practitioners should 
consider the criteria listed in Section 
178.6(a) of the New York State Insur­
ance Department’s Regulations to 
the extent that these go beyond the 
COSO criteria.
The AICPA will post additional 
information or, if necessary, addi­
tional guidance related to this matter 
on its Web site (www.aicpa.org). ♦♦♦
AICPA Establishes Expert Panels
By Joel Tanenbaum
A
s part of its effort to revamp the AICPA’s vol­
unteer structure, the AICPA’s Board of Direc­
tors has approved the establishment of expert 
panels that will focus on identifying industry-specific 
business reporting issues with an emphasis on audit and 
accounting. Panels are being established in areas in 
which the membership and the public have a high stake 
and in which the AICPA can add significant value. Ini­
tially, the AICPA will establish panels in the following 
areas: biotechnology and pharmaceuticals, computer 
auditing and electronic delivery, employee benefit 
plans, financial services, government/not-for-profit, 
health care, and high technology.
The panels enable standards setters, such as the 
Accounting Standards Executive Committee, the ASB, 
the Financial Accounting Standards Board, and the Gov­
ernmental Accounting Standards Board to continue to 
leverage the AICPA membership’s industry expertise, 
and provide a means for the profession to liaise with out­
side groups such as regulators. In addition, the panels 
are designed to broaden the AICPA’s activities beyond 
those that were traditionally undertaken by committees. 
The AICPA will begin implementing the new structure 
in the first quarter of this year.
The AICPA will continue to use the task force model 
identified by the Board of Directors in July, with expert 
panels identifying projects and handing them off to task 
forces. To apply for expert panel service, members should 
log on to www.aicpa.org, click on “Find Out About Volun­
teer Central” and follow the directions on the Volunteer 
Central site to assist them in applying to a specific expert 
panel. Task force opportunities will be announced on the 
AICPA Web site and through other means.
For additional information, contact Arleen Thomas, 
VP—Professional Standards and Services (212/596-6115, 
athomas@aicpa.org), or Joel Tanenbaum, Technical 
Manager, Accounting Standards (212/596-6164, 
jtanenbaum@aicpa.org.). ♦♦♦
Highlights of Technical Activities
The Auditing Standards Board (ASB) performs its 
work through task forces composed of members 
of the ASB and others with technical expertise in 
the subject matter of the projects. The findings of the 
task forces periodically are presented to the members of 
the ASB for their review and discussion. Listed below 
are the current task forces of the ASB and a brief sum­
mary of their objectives and activities.
SAS and SSAE Task Forces
Attestation Recodification Task Force—Revi­
sion of Standards (Staff Liaison: Jane M. Mancino; 
Task Force Chair: Charles E. Landes). The task force 
is examining the Statements on Standards for Attesta­
tion Engagements (SSAEs) to improve their under­
standability and utility. The task force has developed 
a proposed new definition of an attest engagement to 
be incorporated into AT section 100, Attestation Stan­
dards. The proposed definition includes the following 
key concepts:
♦ The definition of an attest engagement is engage­
ment-driven rather than association-driven
♦ The practitioner may be engaged to provide an exam­
ination, a review, or an agreed-upon procedures report
(continued on page 7)
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♦ The engagement may relate to either subject matter 
or an assertion about subject matter
♦ The definition incorporates the concept of a responsi­
ble party
The ASB concluded that a practitioner ordinarily 
should obtain a written assertion in an attest engage­
ment in which the client is the party responsible for the 
subject matter (the responsible party). If the client will 
not provide a written assertion, there is an automatic 
restriction on the scope of the engagement, and use of 
the report is restricted to the client. If the nature of the 
subject matter is such that a responsible party does not 
exist, the client may provide a written assertion as long 
as the client has a reasonable basis for making that asser­
tion. If the client and the responsible party are different 
parties, the practitioner ordinarily should obtain a writ­
ten assertion. However, if the responsible party will not 
provide a written assertion, and the practitioner is able to 
obtain sufficient evidence to issue an unmodified report, 
the use of that report would be restricted to the client. 
The ASB expects to ballot the draft for issuance as an 
exposure draft at its February 2000 meeting.
Audit Committee Effectiveness Task Force 
(Staff Liaison: Kim M. Gibson; Task Force Chairs: 
James S. Gerson and Robert C. Steiner). In December 
1999, the ASB issued SAS No. 90, Audit Committee Com­
munications, to improve audit committee effectiveness. 
For information about this project, see the article “Audit 
Committee Communications—SAS No. 90” on page 1.
Audit Documentation Task Force (Staff Liai­
son: Gretchen Fischbach; Task Force Chair: W. Scott 
McDonald). This new task force will focus on develop­
ing clear, concise, and consistent guidance regarding the 
objective, nature, and extent of audit documentation 
required for compliance with generally accepted audit­
ing standards in a financial statement audit. The task 
force will review SAS No. 41, Working Papers, and cur­
rent documentation guidance and requirements in other 
statements on auditing standards.
Continuous SysTrust Task Force (Staff Liaison: 
Judith M. Sherinsky; Task Force Chair: O. Ray Whit­
tington). This new task force will attempt to transform 
the existing SysTrust engagement from a static model, in 
which a practitioner provides assurance on the reliability 
of a system for a period of time, to a continuous assurance 
model. The task force will try to arrive at a consensus on 
what continuous assurance means and to devise methods 
to provide that assurance using information technology.
Federal GAAP Hierarchy Task Force (Staff 
Liaison: Gretchen Fischbach; Task Force Chair: J. 
Michael Inzina) The task force has issued an exposure 
draft of a proposed amendment to SAS No. 69, The 
Meaning of Present Fairly in Conformity with Generally 
Accepted Accounting Principles in the Independent Audi­
tor's Report. For more information, about this project see 
the article, “Federal Financial Accounting Standards 
Are Now GAAP” on page 5.
Financial Instruments Task Force (Staff Liaison: 
Judith M. Sherinsky; Task Force Chair: Stephen D. 
Holton). In June 1999, the ASB issued an exposure draft 
of a proposed SAS titled Auditing Financial Instruments 
which would supersede SAS No. 81, Auditing Investments. 
Recently, the ASB narrowed the scope of the SAS from 
all financial instruments to derivatives, hedging activi­
ties, and investments in securities. The ASB will discuss 
a revised draft of the document at its February 2000 
meeting. The task force is concurrently developing a 
practice aid that includes case studies to help auditors 
implement the proposed SAS. Information about the 
practice aid has been posted to the AICPA’s Web site at 
www.aicpa.org/members/div/auditstd/webmater.htm.
Materiality Task Force (Staff Liaison: Judith M. 
Sherinsky; Task Force Chair: Andrew J. Capelli). This 
task force is considering whether guidance should be 
developed to help auditors implement SEC Staff 
Accounting Staff Bulletin (SAB) No. 99, Materiality, 
which was issued on August 12, 1999. The task force 
also will consider whether SAS No. 47, Audit Risk and 
Materiality in Conducting an Audit, should be amended 
to include the qualitative factors related to materiality 
that are presented in the SAB. The task force is currently 
considering how audit adjustments made in prior peri­
ods should be addressed in the current audit.
Omnibus SAS Task Force (Staff Liaison: Judith M. 
Sherinsky; Task Force Chair: Richard Dieter). In Decem­
ber 1999, the ASB issued two SASs based on the exposure 
draft of a proposed SAS titled Omnibus SAS 1999—Audit 
Adjustments, Reporting on Consistency, and Service Organiza­
tions. For information about these two new standards, see 
the articles “SAS No. 89, Audit Adjustments” and “Ser­
vice Organizations and Reporting on Consistency—SAS No. 
88” on pages 2 and 3 respectively.
Technology Issues Task Force (Staff Liaison: 
Julie Anne Dilley; Task Force Chair: George H. Tucker). 
The task force is considering the manner in which audit­
ing standards taken as a whole reflect the use and impact 
(continued on page 8)
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of information technology and whether changes should 
be made to the standards. The task force currently is 
drafting proposed amendments to AU section 319, Con­
sideration of Internal Control in a Financial Statement 
Audit, to address both the benefits and the risks of infor­
mation technology with regard to internal control.
Other Task Forces and Committees
Accounting and Review Services Committee 
(ARSC) (Staff Liaison: Kim M. Gibson; Committee 
Chair: Diane S. Conant). In December 1999, the ARSC 
issued two exposure drafts of proposed Statements on 
Standards for Accounting and Review Services titled 
Amendment to Statement on Standards for Accounting and 
Review Services No. 1, Compilation and Review of 
Financial Statements, and Financial Statements Included 
in Written Business Valuations. For additional informa­
tion about these exposure drafts, see the article “ARSC 
Issues Two Exposure Drafts” on page 4.
Audit Issues Task Force (Staff Liaison: Julie Anne 
Dilley; Task Force Chair: Deborah D. Lambert). The 
task force meets on a monthly basis to (1) oversee the 
ASB’s planning process, (2) evaluate technical issues 
raised by various constituencies and determine their 
appropriate disposition, including referral to an ASB task 
force or development of an interpretation or other guid­
ance, (3) address emerging audit and attestation practice 
issues and provide guidance for communication, as nec­
essary, (4) provide advice on ASB task force objectives 
and composition and monitor the progress of task forces, 
and (5) assist the ASB Chair and the Audit and Attest 
Standards staff in carrying out their functions, including 
liaison with other groups.
Auditing Revenues Steering Task Force (Staff 
Liaison: Julie Anne Dilley; Task Force Chair: Robert C. 
Steiner). The task force is overseeing the development 
of a guide on auditing revenue in certain industries that 
are not covered by existing AICPA Audit and Account­
ing Guides. The guide will focus on suggested auditing 
procedures to address industry-specific issues that pre­
sent audit risks in revenue recognition. Industries iden­
tified include computer software, high technology, 
telecommunications services, franchisors, extractive 
industries other than oil and gas, travel agencies, mem­
bership fees in service industries, and barter transactions 
in the media. The task force has forwarded question­
naires to practitioners whose responses will provide the 
information necessary to develop the guidance.
FASB 125 Audit Issues Task Force (Staff Liaison: 
Julie Anne Dilley; Task Force Chair: Tracey Barber). 
The task force will develop auditing guidance that 
addresses the use of legal interpretations as evidential 
matter for transfers of financial assets by banks for which 
a receiver, if appointed, would be the Federal Deposit 
Insurance Corporation (FDIC) or its designee. One of 
the criteria for a transfer of financial assets to be account­
ed for as a sale under Statement of Financial Accounting 
Standards No. 125, Accounting for Transfers and Servic­
ing of Financial Assets and Extinguishments of Liabilities, 
is that the transferred assets have been isolated from the 
transferor and its creditors, even in bankruptcy or other 
receivership. The task force recently drafted an ASB 
comment letter on the FDIC’s proposed rule, Treatment 
by the Federal Deposit Insurance Corporation as Conser­
vator or Receiver of Financial Assets Transferred by an 
Insured Depository Institution in Connection With a Secu­
ritization or Participation. The comment letter suggests 
a minor change in the wording of Section 360.6(g) of the 
proposed rule. The letter also asks that FDIC counsel 
issue an opinion, concurrent with adoption of the rule, 
confirming that Section 360.6(g) of the rule will bind 
receivers or conservators appointed after the repeal or 
modification of the rule.
Fraud Standard Steering Task Force (Staff Liai­
son: Jane Mancino; Task Force Chair: Andrew J. Capel- 
li). The ASB has selected the following four proposals 
for academic research on the effectiveness of SAS No. 
82, Consideration of Fraud in a Financial Statement 
Audit:
♦ A Research Proposal for Assessing the Effectiveness of 
SAS No. 82, by Steven Glover and Douglas Prawitt of 
Brigham Young University, Joseph J. Schultz of Ari­
zona State University, and Mark Zimbelman of the 
University of Oklahoma
♦ Audit Fraud Risk Assessment Information and Its Rela­
tionship to Audit Programs, by Theodore Mock of the 
University of Southern California and Jerry L. Turner 
of Florida International University.
♦ The Impact of a Standard Audit Program and Manage­
ment Strategic Behavior on the Planning of Fraud 
Detection Procedures, by Steven K. Asare of the Uni­
versity of Florida and Arnie Wright of Boston College
♦ An untitled proposal by Barbara Apostolou of 
Louisiana State University and John M. Hassell of 
Indiana University. They propose to provide informa­
tion about the relative importance to auditors of the 
SAS No. 82 risk factors for assessing the risk of man­
agement fraud.
The ASB plans to discuss the results of the research 
at a meeting early in the year 2000.
(continued on page 9)
Highlights of Technical Activities
International Audit Methodologies Joint Work­
ing Group (U.S. Staff Liaison: Gretchen Fischbach; 
Working Group Chair: Philip Ashton). This project is 
being conducted by the staff of the Auditing Practices 
Board of the United Kingdom and Ireland, the Canadian 
Institute of Chartered Accountants, and the AICPA. The 
purpose of the project is to compare the audit risk model 
underlying national auditing standards to audit method­
ologies being used by some international auditing firms, 
and to develop recommendations to national auditing 
standards setters and the International Auditing Practice 
Committee on ways to enhance audit effectiveness.
International Auditing Practices Committee 
(IAPC) (U.S. Member: Robert Roussey; U.S. Technical 
Advisors: Thomas Ray and John Archambault). The cur­
rent agenda of the IAPC includes developing a frame­
work for all assurance engagements, including assurance 
on financial and nonfinancial information, and revising 
the International Standards on Auditing (ISAs) that 
address confirmations, fraud, and prospective financial 
information. The IAPC recently issued ISAs that 
address going concern and communicating matters to 
those charged with corporate governance. The IAPC 
also has a project on auditing derivative financial instru­
ments, which is chaired by a U.S. technical advisor to 
the IAPC and staffed by a U.S. technical manager. Other 
projects of the IAPC include reporting on internal con­
trol, and reporting on environmental reports. All of these 
projects may result in new standards or other forms of 
guidance. An analysis comparing the ISAs with the SASs 
that identifies instances in which the ISAs specify pro­
cedures not specified by U.S. auditing standards is 
included in Appendix B of the Codification of Statements 
on Auditing Standards.
International Auditing Standards Subcommittee 
(Staff Liaison: Susan S. Jones; Subcommittee Chair: John 
Archambault). The ASB created this subcommittee to 
support the development of international standards. Sub­
committee activities include providing technical advice 
and support to the AICPA representative and technical 
advisors to the IAPC, commenting on exposure drafts of 
international assurance standards, participating in and 
identifying U.S. volunteer participants for international 
standards-setting projects, identifying opportunities for 
establishing joint standards with other standards setters, 
identifying international issues that affect auditing and 
attestation standards and practices, and assisting the ASB 
and other AICPA committees in developing and imple­
menting AICPA international strategies.
(continued from page 8)
Investment Performance Statistics Task Force 
(Staff Liaison: Julie Anne Dilley; Task Force Chair: 
Karyn Vincent). The task force is drafting an auditing 
Statement of Position that provides performance and 
reporting guidance on investment performance statistics 
engagements performed in accordance with standards 
established by the Association of Investment Manage­
ment and Research (AIMR). The guidance will super­
sede the existing Notices to Practitioners on this subject 
matter.
Joint Task Force on Quality Control Standards— 
Accounting and Auditing (Staff Liaison: David T. 
Brumbeloe; Task Force Chair: Barry Barber). The ASB 
recently voted to issue, as a new standard, an amend­
ment of Statement on Quality Control Standards 
(SQCS) No. 2 that incorporates an experience require­
ment for performing professional services under the 
SASs, SSARSs, and SSAEs. The amendment incorpo­
rates the concept of auditors meeting certain minimum 
competencies and focuses on individuals who assume 
responsibility for signing attest reports. Conforming 
changes also will be made to the Guide for Establishing 
and Maintaining a System of Quality Control for a CPA 
Firm's Accounting and Auditing Practice. The ASB also 
voted to issue an amendment to SQCS No. 2 to make 
reference to concurring partner review requirements 
applicable to SEC engagements as set forth in member­
ship requirements of the SEC Practice Section of the 
AICPA. These amendments will be discussed in a 
future edition of In Our Opinion.
SEC Auditing Practice Task Force (Staff Liaison: 
Jane M. Mancino; Task Force Chair: Rick Muir). The 
task force monitors regulatory developments affecting 
accountants’ involvement with financial information in 
filings with the Securities and Exchange Commission 
(SEC). It considers the need for, and develops as neces­
sary, guidance in the form of SASs, SSAEs, auditing 
interpretations, or guides. Liaison with the SEC is main­
tained through the Audit Issues Task Force.
Technical Audit Advisors Task Force (Task Force 
Chair: Judith M. Sherinsky). The task force receives 
assignments from the Audit and Attest Standards staff 
and the Audit Issues Task Force. At the October 1999 
ASB meeting, Jeff Thompson presented the task force’s 
research on the topic of workpaper documentation. As a 
result of that work, the Audit Documentation Task 
Force has been formed. The Technical Audit Advisors 
Task Force is currently researching the topic of dating of 
the independent auditor’s report.
(continued on page 10)
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Highlights of Technical Activities (continued from page 9)
Recent Auditing Practice Releases (APRs)
Auditing Practice Releases are designed to provide audi­
tors with practical guidance to assist them in applying 
generally accepted auditing standards in audits of finan­
cial statements.
Audit Sampling (Gretchen Fischbach). This APR 
was issued in June 1999 and supersedes the existing audit 
guide, Audit Sampling. The APR reflects SASs issued 
since the audit guide was originally issued in 1983. It also 
includes increased coverage of nonstatistical audit sam­
pling. The APR can be obtained from the AICPA Order 
Department by requesting product number 021061.
Other Recent Publications
Audit Issues in Revenue Recognition (Julie Anne 
Dilley). This publication brings together in one source
the audit and accounting guidance on revenue recogni­
tion for sales of goods and services in the ordinary 
course of business. Its primary objective is to help 
auditors fulfill their professional responsibilities with 
regard to auditing assertions about revenue. A related 
objective is to help other members of the financial 
community, including preparers of financial statements 
and audit committees, appreciate the importance of 
accurate revenue recognition. The publication is one of 
several AICPA activities that mirror recent SEC initia­
tives to address “earnings management” practices 
that threaten the integrity of the financial reporting 
process. It can be obtained from the AICPA Order 
Department by requesting product number 022506, 
and also can be downloaded from the AICPA Web 
site at www.aicpa.org. ♦♦♦
Projected ASB Agenda
Codes: DI—Discussion of issues, DD—Discussion of draft document, ED—Vote to ballot a document for 
exposure, EP—Exposure Period, CL—Discussion of comment letters, FI—Vote to ballot a document 
for final issuance, SU—Status Update.
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Recently Issued and Approved Documents
Title (Product Number) Issue Date Effective Date
Statements on Auditing Standards (SASs)
SSAE No. 90, Audit Committee Communications 
(060692)
December 1999 Effective for reviews of interim 
financial information for interim 
periods ending on or after March 15, 
2000. Earlier application is permitted
SAS No. 89, Audit Adjustments (060691) December 1999 Effective for audits of financial 
statements for periods beginning 
on or after December 15, 1999. Early 
adoption is permitted.
SAS No. 88, Service Organizations and Reporting 
on Consistency (060690)
December 1999 Effective upon issuance
Statements on Standards for Attestation Engagements (SSAEs)
SSAE No. 9, Amendments to SSAE Nos. 1, 2 and 3 
(023027)
January 1999 Effective for reports issued on or 
after June 30, 1999
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To Recipients of In Our Opinion:
As the AICPA moves into a Web first environment, the Audit and Attest Standards 
newsletter, In Our Opinion, will be posted to the AICPA’s Web site after the January 
2000 issue and will not be distributed in hard copy. This will be a quicker and more 
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Web site enter the following URL:
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A limited number of hard copies of the document will be available upon request.
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